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The  Alberta  Eeonomie  Development  Authority  (AI'!I)A)  released  Buihlin^  on  ihc  Alhcrui 
Advantage  - A new  eeonomie  development  strategy  for  Albertans  in  January  1997.  I'liis  1999 
Progress  Report  highlights  aetions  taken  in  the  past  two  years  and  traeks  the  performanee  of 
Alberta’s  economy  against  key  targets  set  in  the  strategy. 

There  is  no  doubt  that  Alberta’s  economy  has  performed  very  well  o\er  the  past  two  years. 
Most  of  the  original  targets  in  Building  on  the  Alberta  Advantage  have  been  exceeded.  Good 
progress  has  been  made  on  a number  of  fronts,  but  there  arc  some  gaps  to  be  addressed. 

More  importantly,  there  are  clear  warning  signs  that  the  world  is  quickly  changing  around 
us.  Knowledge,  innovation,  research  and  development,  and  leading-edge  technology  are 
critical  factors  in  detemiining  the  success  of  both  traditional  industries  and  new  sectors  of 
Alberta’s  economy.  Alberta  has  to  take  deliberate  steps  to  assess  global  trends  and  sharpen  our 
competitive  advantage.  Maintaining  the  status  quo  will  not  be  good  enough.  In  spite  of 
Alberta’s  strong  record  in  the  past  few  years,  there  is  no  time  for  complacency. 

Targets  have  been  met  and  exceeded 

Building  on  the  Alberta  Advantage  set  economic  targets  in  five  areas: 

• Number  of  new  businesses. 

• Number  of  jobs  created. 

• Amount  of  investment  in  manufacturing  and  service  industries. 

• Total  international  exports. 

• Total  value-added  exports. 

Highlights  of  the  results-to-date  include: 

• Targets  were  exceeded  in  all  areas  except  for  international  exports. 

• New  business  incorporations  exceeded  the  target  by  1 0%. 

• In  the  first  two  years  of  the  strategy,  over  100,000  new  jobs  have  been  created.  The  rate  of  job 
creation  is  50%  greater  than  targeted. 

• The  overall  target  for  manufacturing  and  service  industry  investment  has  been  met  three 
years  ahead  of  schedule. 

• Results  were  mixed  for  international  exports,  primarily  because  of  low  commodity  prices, 
lower  volumes  of  grain  exports,  and  lower  demand  from  Asian  markets. 

• Growth  in  value-added  exports  has  exceeded  the  targets. 

While  these  targets  provide  a starting  point  for  assessing  the  performance  of  Alberta’s^' 
economy,  more  work  is  needed  to  develop  meaningful  measures  and  indicators  as  we  mo\  e | 


forward.  That  includes  looking  at  the  kinds  of  jobs  created  in  the  province,  assessing  whether 
we  are  training,  attracting  and  retaining  a significant  base  of  knowledge-workers  needed  for  a 
new  economy,  whether  we’re  diversifying  and  expanding  value-added  products  and  services, 
and  whether  we’re  continuing  to  build  a strong  competitive  advantage  in  the  province. 

Important  steps  have  been  taken 

AEDA  commends  the  government  for  following  through  on  most  of  the  strategies  outlined  in 
Building  on  the  Alberta  Advantage.  Highlights  of  actions  taken  to  date  include: 

• Improving  Alberta’s  competitive  advantage  by  - eliminating  the  machinery  and  equipment 
tax,  adopting  the  Alberta  Tax  Review  Committee’s  recommendations  to  lower  personal 
income  tax,  announcing  plans  to  eliminate  the  surtax  and  speed  up  the  timelines  for 
introducing  a new  flat  tax  plan,  and  reducing  regulation.  Members  of  the  business 
community  appreciate  the  stable  business  climate  and  the  open  and  accessible  government 
we  have  in  Alberta. 

• Preparing  for  a changing  workplace  by  - developing  a human  resources  strategy, 
expanding  access  to  information  about  learning  and  employment,  expanding  apprenticeship 
training,  increasing  enrolment  at  post-secondary  institutions,  developing  a youth 
employment  strategy,  and  taking  action  to  attract  top  technology  researchers  through  the 
creation  of  iCORE,  the  Informatics  Circle  of  Research  Excellence. 

• Improving  Alberta’s  infrastructure  by  - significantly  expanding  investment  in  Alberta’s 
roads  and  highways. 

• Building  on  the  potential  of  technology  by  - doubling  investments  in  the  Alberta  Science 
and  Research  Authority’s  Science  and  Research  Fund,  expanding  universities’  and  schools’ 
access  to  technology,  and  establishing  the  new  Ministry  of  Innovation  and  Science. 

• Expanding  trade  and  investment  by  - leading  Team  Alberta  trade  and  investment  missions 
to  strategic  markets,  developing  cooperative  trade  agreements,  providing  strategic 
information  to  exporters,  and  developing  a new  tourism  marketing  framework. 

• Sustaining  our  environment  by  - taking  steps  to  harmonize  environmental  regulations  and 
holding  the  multi-stakeholder  Climate  Change  Roundtable  in  partnership  with  AEDA. 

• Building  self-reliant  communities  by  - encouraging  regional  economic  development  and 
promoting  cooperation  among  communities. 

Gaps  need  to  be  addressed 

The  1999  Progress  Report  points  to  key  areas  where  further  action  is  needed  to  follow  through 
on  the  strategies  outlined  in  Building  on  the  Alberta  Advantage.  Overall,  the  objective  must  be 
to  attract  the  right  business  opportunities  to  the  province,  to  keep  the  best  and  brightest, 
highly-skilled  people  here  in  Alberta,  and  to  build  the  kind  of  competitive  advantages 
businesses  need  to  compete  and  succeed  in  the  global  marketplace.  Priorities  for  action 
include  the  following: 


Improving  Alberta’s  competitive  advantage 

• Review  all  Alberta  business  taxes  and  policies,  including  comparisons  \sith  other  states  and 
countries  and  a review  of  the  use  of  tax  policies  as  a tool  for  stimulating  research  and 
development  and  technological  innovation. 

• Take  steps  to  reduce  uncertainty  regarding  restructuring  olThe  electricity  industry. 

•Take  further  steps  to  reduce  the  agricultural  industry’s  reliance  on  marketing  boards 
and  agencies. 

• Recognize  the  importance  of  Alberta’s  quality  of  life  and  our  education  systems  in  attracting 
investment  and  highly-skilled  people. 

Preparing  for  a changing  workplace 

• Take  steps  to  ensure  Alberta  has  the  necessary  skilled  workers  today  and  anticipate  the  types 
of  jobs  and  skills  required  for  the  future. 

• Measure  the  performance  of  the  province’s  education  systems  and  use  that  information  to 
make  ongoing  improvements. 

Improving  Alberta’s  infrastructure 

• Ensure  that  Alberta  has  the  necessary  infrastructure  to  compete  in  global  markets,  including 
telecommunications,  highways,  and  a new  air  transportation  strategy. 

• Consider  further  irrigation  infrastructure  projects  as  a way  of  expanding  grow  th  in  cash  crops 
and  food  processing,  especially  in  southern  Alberta. 

Building  on  the  potential  of  technology 

• Find  new  avenues  to  assist  businesses  in  accessing  investment  capital. 

• Attract  and  retain  knowledge-workers  and  professionals,  anticipate  future  demands  for  a 
knowledge-based  workplace,  and  attract  industries  that  provide  opportunities  for  highly- 
skilled  workers. 

Expanding  trade  and  investment 

Improve  Alberta’s  ability  to  compete  in  global  markets  by: 

• Identifying  key  strategic  markets  where  Alberta  businesses  have  opportunities  to  expand. 

• Expanding  market  intelligence  on  strategic  markets. 

• Developing  strategic  alliances. 

• Expanding  Albertans’  understanding  of  world  cultures  and  languages. 

• Developing  better  means  of  measuring  Alberta’s  exports  of  business  and 
professional  services. 

Sustaining  our  environment 

• Establish  Climate  Change  Central,  a private-public  sector  partnership,  as  soon  as 
possible  to  coordinate  all  provincial  actions  and  lead  the  nation  in  responding  to 
greenhouse  gas  emissions. 


• Alberta  should  continue  to  work  with  all  stakeholders  to  ensure  that  the  decision-making 
process  maintains  an  appropriate  balance  in  achieving  sustainable  development. 

Building  self-reliant  communities 

• Support  cooperative  regional  economic  development  initiatives  by  providing  research  and 
demographic  information  and  specialized  assistance  in  developing  export  and  import  markets. 

The  world  is  changing  at  an  unprecedented  pace.  Global  competitiveness,  innovation, 
knowledge  and  technology  are  fast  becoming  the  hallmarks  of  thriving  economies  around  the 
world.  Both  people  and  investment  dollars  are  highly  mobile  and  will  go  to  wherever  they  find 
the  best  opportunities  and  the  best  returns. 

While  Alberta’s  economy  is  strong,  there  are  warning  signs  ahead.  Several  indicators 
suggest  we  are  falling  behind  in  investments  in  research  and  development.  Even  though  our 
economy  is  in  high  gear,  our  competitors  are  expanding  more  rapidly  than  we  are  in  leading- 
edge  areas  of  innovation  and  technology.  We  continue  to  hear  stories  of  the  best  and  the 
brightest,  highly-talented  people  leaving  Alberta  and  taking  their  businesses  with  them. 

It’s  time  to  act,  time  to  sharpen  our  competitive  edge.  We  cannot  drift  along  and  expect 
continuing  prosperity  to  follow.  As  some  have  said,  “We  live  in  a world  where  if  we’re  not 
changing,  we’re  falling  behind.”  Alberta  is  well-positioned  on  a number  of  fronts,  thanks  to 
our  strengths  in  energy,  agriculture  and  forestry.  We  must,  however;  intensify  our  focus  on 
building  and  retaining  a highly-skilled  workforce,  expanding  our  growing  expertise  in 
information  and  communications  technology,  and  becoming  a leading  centre  of  research, 
innovation  and  technology. 

As  Premier  Klein  has  said,  “Given  a choice  between  the  past  and  the  future,  Albertans 
will  choose  the  future  every  time.”  We  have  a well  known  reputation  for  tackling  tough 
problems,  seizing  opportunities,  and  finding  Alberta  solutions.  Once  again,  it’s  time  for  us  to 
choose  the  future. 


AEDA  urgently  calls  on  government  to  take  the  lead  - to  establish  a new  vision 
for  the  future  of  Alberta ’s  economy,  to  take  steps  to  position  the  province  and 
prepare  Albertans  to  seize  the  new  opportunities  of  a new  economy. 


In  partnership  with  government,  AEDA  will  support  this  initiative  in  every  way  we  can, 
particularly  in  advising  on  strategies,  setting  new  targets  and  identifying  indicators  of  progress. 

We  are  proud  of  the  unique  partnership  that  exists  between  business  and  government  in 
Alberta.  We  strongly  urge  the  government  to  work  with  AEDA,  with  leaders  in  the  business 
and  education  communities,  and  with  all  Albertans  to  position  the  province  to  succeed  in 
today’s  highly-competitive  global  marketplace. 


In  January  1997,  the  Alberta  Econoinie  Development  Authority  released  Building  on  the 
Alberta  Advantage  - A new  economie  strategy  for  Albertans. 

Building  on  the  Alberta  Advantage  eneouraged  go\  ernment  and  business  to  focus  on  sev  en 
major  directions  cutting  across  all  sectors  of  Alberta  s economy,  fhey  are: 

• Attracting  new  investment  and  keeping  business  competitive. 

• Preparing  for  a changing  workplace. 

• Developing  Alberta’s  infrastructure. 

• Building  on  the  potential  of  technology. 

• Expanding  trade  and  export. 

• Sustaining  our  environment. 

• Building  self-reliant  communities. 

Goals  and  strategies  were  set  for  each  of  the  directions  and  five  economic  performance  targets 
track  how  we  are  doing. 

We  have  now  passed  the  halfway  point  of  Building  on  the  Alberta  Advantage.  This  report 
highlights  progress-to-date,  outlines  where  further  action  is  needed  and  most  important, 
challenges  all  of  us  to  look  ahead  to  some  very  important  issues  Alberta  will  face  in  the  rapidly 
changing,  global  marketplace  of  the  future. 

There  is  no  doubt  that  Alberta’s  economy  has  performed  very  well  over  the  past  two  years. 
AEDA  commends  government  for  following  through  on  most  of  the  strategies  outlined  in 
Building  on  the  Alberta  Advantage.  At  the  same  time,  there  is  no  time  for  complacency.  It  is 
essential  not  only  to  follow  through  on  the  strategies  set  in  1997  but  also  to  anticipate  future 
trends  and  prepare  for  the  impact  of  a global,  knowledge-based  economy  on  Alberta’s  future. 
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The  five  economic  targets  set  in  Building  on  the  Alberta  Advantage  relate  to  the  number  of 
new  businesses  created,  the  number  of  jobs  created,  investment  in  manufacturing  and  service 
industries,  international  exports,  and  value-added  exports. 

The  targets  were  set  in  the  Fall  of  1996  and  cover  the  period  1997  to  2000.  At  the  time,  the 
targets  were  thought  to  be  somewhat  ambitious  and  a good  stretch.  The  fact  that  the  Alberta 
economy  has  surpassed  or  is  on  the  verge  of  surpassing  all  the  targets  is  a good  indication  of 
just  how  strong  Alberta’s  economy  has  been  in  the  last  two  years. 

At  the  same  time,  these  measures  are  simply  a starting  point  and  they  have  a number  of 
limitations.  Further  work  is  needed  to  develop  and  refine  the  measures  and  targets  so  we  can 
track  additional  dimensions  and  changes  in  Alberta’s  economy. 

New  Business  Incorporations  - Target  Exceeded 

• New  business  incorporations  are  a good  indicator  of  the  relative  health  of  the  economy,  the 
level  of  new  business  activity  and  entrepreneurship.  They  also  signal  Alberta’s  continued 
attractiveness  as  a place  to  invest  and  do  business. 


1995  1996  1997  1998  1999  2000 


• The  target  was  for  new  business  incorporations  to  increase  by  an  average  of  3%  a year  to  the 
year  2000.  At  the  end  of  the  first  two  years,  the  number  of  new  business  incorporations 
exceeded  the  overall  target  by  almost  10%.  For  1997  and  1998,  new  business  incorporations 
have  grown  by  3.4%  a year. 


• For  1997,  there  were  26,200  new  business  incorporations,  4,000  above  the  target  and  a 
17.5%  growth  from  1996  levels.  In  1998,  actual  business  incorporations  totaled  23,400 
firms,  400  above  the  target  but  10.6%  below  1997  levels.  Business  incorporations  are 
expected  to  exceed  the  target  by  6%,  an  increase  of  about  24,400  new  busines.ses  in  1999. 

Jobs  Created  - Target  Exceeded 

•A  key  outcome  of  a strong  economy  is  an  increasing  number  of  new  jobs  created  in 
the  province. 


1995  1996  1997  1998  1999  2000 


Job  Creation 

■ Actual  Targetti 
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• Building  on  the  Alberta  Advantage  set  a target  of  155,000  new  jobs  to  be  created  by  the  year 
2000.  For  the  first  two  years  of  the  new  plan,  over  100,000  new  jobs  have  been  created. 
Alberta’s  economy  has  already  generated  more  than  two-thirds  of  the  targeted  number  of 
new  jobs  in  only  half  the  target  period. 

• For  1997  and  1998,  the  average  annual  growth  rate  in  new  jobs  created  was  3.6%,  almost 
50%  greater  than  targeted.  Alberta  led  the  country  in  job  creation,  surpassing  growth  rates  of 
1.5%  in  British  Columbia,  2.8%  in  Ontario,  and  1.8%  in  Quebec. 

• Alberta’s  strong  job  creation  results  are  reflected  in  a low  unemployment  rate.  Alberta’s 
unemployment  rate  of  5.6%  in  1997  was  the  lowest  in  Canada.  Rates  in  British  Columbia, 
Ontario  and  Quebec  ranged  from  40  to  86%  higher.  In  1998,  Alberta’s  unemployment  rate  of 
5.7%  was  the  lowest  in  Canada. 

Manufacturing  and  Service  Industry  Investment  - 
Target  Exceeded 

• Investment  in  Alberta’s  manufacturing  and  service  industry  is  a mark  of  a more  diversified 
economy,  particularly  in  the  area  of  petrochemicals,  forest  products  and  food  processing. 
While  good  progress  has  been  made,  the  focus  must  be  on  further  expanding  and 
diversifying  value-added  manufacturing. 

• The  target  was  for  investment  to  grow  at  a substantial  average  annual  rate  of  almost  9%  a 
year,  from  $5.7  billion  in  1997  to  $8.0  billion  by  2000.  The  target  has  been  met  and  exceeded 
three  years  ahead  of  schedule.  Preliminary  information  indicates  that  the  trend  for  higher- 
than-expected  growth  in  investment  will  continue  for  1999. 
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Manufacturing  & Service 
industry  Investment 

■ Actual  Q Targeted 

1999  Estimate  is  based  on 
Statistics  Canada’s  investment  Intentions 
Source:  Statistics  Canada 
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■ Actual  □ Targeted 

Source:  Statistics  Canada  and 
Alberta  Economic  Development 
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• Average  growth  in  manufacturing  and  service  industry  investment  averaged  over  30%  a year 
in  1997  and  1998.  That  compares  to  10.6%  growth  in  investment  in  British  Columbia,  12.0% 
in  Ontario,  and  15.5%  in  Quebec. 

• The  strength  of  Alberta’s  investment  performance  reflects  overall  strong  growth  in  Alberta’s 
economy.  Over  the  past  five  years,  Alberta  had  the  strongest  economy  in  Canada  with  an 
average  real  growth  rate  of  4.1%  a year.  Over  1997  and  1998  alone,  Alberta’s  economy  grew 
by  almost  10%.  The  growth  has  been  driven  in  large  part  by  increased  investment. 
Investment  levels  in  manufacturing  and  service  industries  also  added  an  element  of 
resiliency  to  the  Alberta  economy.  This  was  especially  apparent  in  1998  when,  in  spite  of 
falling  oil  prices,  the  economy  continued  to  expand  rather  than  contract. 

International  Exports  - Results  are  Mixed 

• Another  significant  driver  of  Alberta’s  economy  is  international  exports.  Targets  call  for 
increasing  the  dollar  value  of  international  exports  to  $39.6  billion  by  the  year  2000. 

• Results  to  date  are  mixed.  The  1997  target  of  $34.5  billion  was  exceeded  by  $2.1  billion 
but  the  1998  target  of  $36  million  was  missed  by  $2.1  billion.  Lower  commodity  prices, 
lower  volumes  of  grain  exports,  and  lower  demand  from  Asia  were  the  primary  causes  for 
the  decline  in  1998.  On  a cumulative  basis,  over  the  past  two  years,  international  exports 
remain  on  target. 

• In  the  first  half  of  1999,  the  value  of  Alberta’s  international  exports  fell' by  4.3%  to  $14.9 
billion  compared  with  the  first  half  oT  1998.  Sharply  lower  crude  oil  prices  during  the  first 
quarter  were  the  major  reason  for  the  drop.  Exports  increased  by  3.7%  in  the  second  quarter 
as  oil  prices  strengthened.  Continued  strength  in  oil  prices  and  firming  of  Asian  markets 
over  the  last  two  quarters  of  1999  are  putting  international  exports  back  on  an  upward  track. 


Value-Added  Exports  - Target  Exceeded 

• Value-added  exports  are  a measure  of  Alberta’s  competitiveness  in  international  markets 
for  higher  value-added  goods  and  services.  Increases  in  value-added  exports  are  another 
measure  of  diversity  in  the  economy. 

• The  target  was  for  value-added  exports  to  grow  at  an  annual  a\  erage  rate  of  about  5%  from  a 
level  of  $1 1.6  billion  in  19%  to  $14.1  billion  by  2000. 

• Despite  the  mixed  results  for  total  international  exports,  the  value-added  portion  of 
exports  has  exceeded  targets  by  significant  margins.  Exports  in  the  manufacturing  sector 
are  6%  higher  in  the  first  half  of  1999  compared  to  the  first  half  of  1998. 


A word  about  measures  and  targets 

The  targets  set  in  1997  provide  a rough  picture  of  the  performance  of  Alberta’s  economy.  To 

give  a more  complete  picture,  measures  are  needed  to  track  key  questions  such  as: 

• What  kinds  of  new  businesses  are  being  created? 

• How  many  new  high-tech  and  knowledge-sector  businesses  are  being  created  in  the 
province?  How  do  we  measure  up  with  other  provinces  and  states? 

• Are  we  expanding  more  into  value-added  businesses  and  building  on  our  traditional 
strengths? 

• What  kinds  of  new  jobs  are  being  created?  Are  they  highly-skilled  jobs? 

• Is  the  province  attracting  and  retaining  more  highly-skilled  people? 

• Are  the  new  jobs  in  areas  where  we  can  expect  to  see  sustained  growth  and  improve  Alberta’s 
competitive  advantage? 

• What  proportion  of  new  investment  is  in  areas  outside  of  traditional  industries? 

• How  do  Alberta  and  Alberta  businesses  rate  with  other  provinces  and  states  on  investment  in 
research  and  development? 

Looking  ahead,  AEDA  encourages  government  to  develop  new  measures  and  targets  to  give 

a more  complete  picture  of  the  performance  of  Alberta’s  economy  and  how  we  measure  up 

with  our  competition  across  Canada  and  around  the  world. 
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Building  on  the  Alberta  Advantage  pinpoints  goals  and  strategies  for  each  of  the  seven 
key  directions. 

Considerable  progress  has  been  made  in  implementing  most  of  the  strategies  outlined 
in  Building  on  the  Alberta  Advantage.  This  speaks  well  of  the  unique  partnership  between 
the  government  and  the  Alberta  Economic  Development  Authority  (AEDA). 

Like  any  ‘scorecard’,  this  report  highlights  areas  where  important  steps  have  been  taken 
and  good  progress  has  been  made.  At  the  same  time,  there  are  gaps  to  be  addressed  and  areas 
where  further  action  is  needed.  We  need  to  follow  through  on  the  seven  directions  set  in 
Building  on  the  Alberta  Advantage.  But  we  also  need  to  look  ahead.  The  world  continues  to 
change  ever  more  rapidly.  Global  competitiveness,  innovation,  knowledge  and  technology  are 
fast  becoming  the  hallmarks  of  thriving  economies  around  the  world.  Alberta  must  broaden  its 
economic  vision  to  embrace  world  markets  and  all  the  opportunities  and  threats  that  entails. 

In  view  of  the  ongoing  challenges,  Alberta  must  not  become  complacent.  The  job  is 
not  finished. 


Direction  I - Attracting  new  investment 
and  keeping  business  competitive 


What  has  been  done? 

AEDA  recognizes  that  important  steps  have  been  taken  to  attract  investment  and  maintain 

Alberta’s  competitive  position.  Highlights  include: 

• Eliminating  the  province’s  property  tax  on  manufacturing  and  processing  machinery 
and  equipment. 

• Reducing  fuel  taxes  on  aviation  fuel  and  railway  diesel  fuel. 

•Adopting  the  1998  Tax  Review  Committee  recommendations  to  reduce  personal  income 
taxes  and  announcing  plans  to  eliminate  the  surtax  and  speed  up  the  timelines  for  introducing 
a new  flat  tax  plan. 

In  addition  to  specific  actions,  there  is  strong  evidence  that  Alberta’s  economy  is  changing  and 

becoming  more  diverse.  While  energy  remains  critical  to  the  province’s  vibrant  economy. 


other  sectors  of  the  economy  are  growing.  Alberta  has  capitalized  on  strengths  in  agriculture, 
energy,  forestry,  technology  and  industrial  products  to  develop  a more  diverse  economy.  Over 
the  past  decade,  there  has  been  rapid  growth  in  value-added  industries  such  as  petrochemicals, 
forest  products,  electronics,  and  telecommunications,  as  well  as  tourism  and  business  services. 
There  has  been  significant  growth  in  manufacturing  and  in  business  and  commercial  serv  ices. 


% of  GDP 


Changing  Profile  of 
Alberta’s  Economy 

■ 1985  (S61. 3 billion) 


Where  is  further  action  needed! 

Attracting  investment  and  keeping  competitive  taxes 

While  good  progress  has  been  made  in  attracting  new  investment  and  keeping  business 
competitive,  the  future  of  Alberta’s  economy  depends  on  a broad  base  of  continuing 
investment,  low  taxes,  a positive  business  climate,  and  continuing  growth  in  value-added  and 
knowledge-based  industries. 

Significant  investments  have  been  made  in  the  past  few  years;  however,  a number  of 
those  projects  will  be  complete  over  the  next  five  years.  Continuing  actions  are  needed  to 
encourage  new  investment,  particularly  in  the  value-added  and  knowledge-based  sectors  of 
Alberta’s  economy. 

On  the  tax  side,  Albertans  continue  to  enjoy  the  lowest  overall  tax  burden  in  Canada.  Recent 
actions  by  the  provincial  government  will  reduce  personal  income  taxes  for  many  Albertans. 
However,  we  can’t  be  complacent.  Other  provinces,  especially  Ontario,  have  taken  steps  to  reduce 
personal  income  tax  as  well.  Several  provinces  and  states  have  taken  aggressive  steps  to  attract 
particular  industries.  On  the  business  side,  Alberta  businesses  operate  in  a global  marketplace  and 
one  of  our  key  competitors  is  the  United  States.  There  is  a strong  sentiment  that  the  distinguishing 
margin  that  Alberta  once  enjoyed  in  the  tax  area  is  being  significantly  eroded  especially  in 
knowledge-based  research  and  development  industries  in  comparison  with  the  United  States. 


Provincial  Corporate  Income  Tax  Rates  (%) 

State  Corporate  Income  Tax  Rates  (%) 

Province 

General 

Mfg.& 

Processing 

Small 

Business 

State 

General 

Mfg.& 

Processing 

Small 

Business 

Newfoundland 

14.0 

5.0 

5.0 

Washington 

n/a 

n/a 

n/a 

Prince  Edward  Island 

16.0 

7.5 

7.5 

Oregon 

6.6 

6.6 

6.6 

Nova  Scotia 

16.0 

16.0 

5.0 

California 

8.84  (b) 

8.84 

8.84 

New  Brunswick 

17.0 

17.0 

6.0 

North  Dakota 

10.5  (c) 

10,5 

3.0 -9.0 

Quebec 

8.9 

8.9 

8.9 

Montana 

6.75 

6.75 

6.75 

Ontario 

15.5 

13.5 

8.5 

Idaho 

8.0  (d) 

8.0 

8.0 

Manitoba 

17.0 

17.0 

8.5 

Colorado 

5.0(e) 

5.0 

5.0 

Saskatchewan 

17.0 

10.0-17.0 

8.0 

Utah 

5.0(f) 

5.0 

5.0 

Alberta 

15.5 

14.5 

6.0 

New  Mexico 

4.8 -7.6(g) 

4.8 -7.6 

4.8 

British  Columbia 

16.5 

16.5 

5.5 

Louisiana 

8.0 

8.0 

4.0 -8.0 

Federal 

29.12 

22.12 

13.12 

Federal 

35.0 

35.0 

30.6 

Canadian  rates  known  as  of  May  1999;  United  States  rates  known  as  of  January  1999;  Source:  Alberta  Economic  Development 


Priorities  for  action: 

• Review  all  Alberta  business  taxes  and  policies,  including  comparisons  with  other  states  and 
countries  and  the  use  of  tax  policies  as  a tool  for  stimulating  research  and  development  and 
technological  innovation. 


Access  to  growth  capital 

Our  assessment  of  government  activities  to  date  showed  little  progress  in  improving  the  ability 
of  start-up  and  early-stage  companies  to  access  the  growth  capital  they  need  to  get  their 
businesses  up  and  running.  Access  to  capital  for  small-  and  medium-sized  enterprises  (SMEs) 
is  viewed  as  one  of  the  major  barriers  to  business  development  and  technology 
commercialization  in  Alberta.  This  is  particularly  a concern  for  start-up  businesses  in  the 
knowledge-based  sector.  A comparison  of  venture  capital  investment  activity  shows  that 
Alberta  lags  significantly  behind  Quebec,  Ontario,  and  British  Columbia.  AEDA  is  not 
suggesting  that  government  get  into  the  business  of  direct  support  for  these  businesses,  but  the 
current  environment  does  not  provide  the  right  incentives  for  expanding  investments. 


Venture  Capital 
Investment  Activity,  1998 

Source:  Canadian  Venture  Capital  Association 


Number  of  Investments 

by  investee  Location 


Priorities  for  action: 

• Find  new  avenues  to  assist  businesses  in  accessing  investment  capital. 

Regulatory  framework  and  marketing  boards 

Alberta’s  regulatory  regime  is  an  important  factor  in  attracting  investment  and  keeping 
business  competitive.  Recent  government  elTorts  on  two  regulatory  fronts  ha\e  been  grou  ing 
in  significance  over  the  past  two  years. 

• Restructuring  the  electric  power  generation  and  retail  distribution  industry  in  Alberta. 
Restructuring  continues  apace  and  greater  choice  will  benefit  consumers.  A1:DA  supports 
the  overall  direction.  However,  with  some  investors  and  industries,  the  changes  are  causing 
uncertainty  over  the  future  price  of  electricity  in  the  province.  While  some  concerns 
shouldn’t  be  a surprise  given  the  magnitude  of  the  changes,  if  this  situation  persists,  it  may 
erode  investor  confidence. 

• Trade  issues  and  Alberta’s  agricultural  production.  While  Alberta  has  made  distinct  efforts  to 
broker  recent  trade  issues,  the  regulatory  environment  surrounding  Alberta’s  agricultural 
production  is  still  a major  barrier  to  long-term  industry  growth.  Marketing  boards  are 
constraining  the  ability  of  Alberta’s  agriculture  and  food  industry  to  grow  and  capitalize  on 
our  sound  competitive  advantage  in  the  global  marketplace. 

Priorities  for  action: 

• Take  steps  to  reduce  uncertainty  regarding  restnicturing  the  electricity  industiy. 

• Take  further  steps  to  reduce  the  agricultural  industiy ’s  reliance  on  marketing 
boards  and  agencies. 

Expand  the  advantage 

An  attractive  business  and  investment  climate  relies  on  more  than  low  taxes  and  reduced 
regulation.  Other  factors  such  as  quality  of  life  and  a first-rate  education  system  help  make 
Alberta  an  attractive  place  to  invest  and  do  business. 

Priorities  for  action: 

• Recognize  the  importance  of  Alberta  s quality  of  life  and  our  education  systems  in  attracting 
investment  and  highly-skilled  people. 


Direction  2 - Preparing  for  the  changing  workplace 


What  has  been  done! 

For  the  province  and  individual  Albertans  to  prosper  in  a knowledge-based,  global  economy,  it 
is  critical  that  we  have  a highly-skilled  workforce.  A number  of  actions  have  been  taken  by 
government  in  this  area,  including  the  following: 

• Introducing  People  and  Prosperity  - a human  resources  strategy  for  Albertans. 


• Using  technology  to  improve  access  to  information  on  various  aspects  of  learning  and 
employment,  including  work  trends,  knowledge  and  skill  requirements,  learning 
opportunities,  entrepreneurship  and  workplace  human  resource  practices. 

• Developing  a renewed  vision  for  apprenticeship  and  industry  training  and  encouraging 
business  and  industry  to  hire  and  train  more  young  people  as  apprentices.  As  a result,  there 
were  30,000  registered  apprentices  in  Alberta  in  1998,  the  highest  participation  rate  in  the 
program’s  history. 

• Providing  support  to  increase  access  to  post-secondary  education  and  training,  including 
expansions  in  technology,  engineering,  information  and  communications  technology. 

• Developing  a youth  employment  strategy  . 

• Providing  incentives  to  recognize  the  achievements  of  post-secondary  institutions. 

• Taking  steps  to  increase  the  flexibility  of  an  employee  to  move  from  job-to-job  or  place-to- 
place  in  order  to  work.  Issues  such  as  pension  portability  and  labour  mobility  continue  to  be 
addressed  through  the  Agreement  on  Internal  Trade. 

Where  is  further  action  needed? 

Changes  in  the  economy  demand  new  skills 

Shifts  in  Alberta's  economic  structure  and  an  increasing  focus  on  innovation  and 
knowledge  are  having  a significant  impact  on  changing  employment  patterns.  The  best 
preparation  Albertans  can  have  for  a changing  workplace  is  to  keep  learning  new  ideas  and 
developing  their  skills. 

In  absolute  terms,  the  number  of  people  employed  in  Alberta  increased  by  almost 
300,000  over  the  past  decade.  The  professional,  scientific  and  technical  services  industry 
sector  created  42,000  new  jobs,  the  most  of  any  sector.  In  contrast,  this  sector  accounted  for 
less  than  5%  of  total  jobs  in  Alberta  in  1988.  Shifts  in  employment  patterns  have  been  even 
more  pronounced  in  the  past  four  years. 

Changes  in  employment  by  industry  sector  also  signal  changes  in  the  nature  of  work  and 
work  skills.  Knowledge  and  ideas  are  replacing  property,  plants  and  machinery  as  the  most 
important  assets  for  future  companies.  Creativity,  intellect  and  adaptability  are  becoming 
critical  skills  for  Albertans  as  they  look  to  their  future  employment  prospects.  To  maintain  a 
competitive  edge  in  a knowledge-based  economy,  Alberta  needs  to  attract  and  retain  leading 
knowledge-workers,  scientists  and  engineers.  Information  shows  that  scientists  and 
engineers  have  made  up  an  increasing  proportion  of  Alberta’s  labour  force  since  1989. 
Alberta  leads  the  Canadian  average  for  scientists  and  engineers  but  lags  behind  Ontario.  In 
terms  of  knowledge-workers,  Alberta  leads  the  Canadian  average  and  has  about  the  same 
proportion  as  Ontario  and  British  Columbia.  This  information,  however,  does  not  tell  us 
how  well  we  are  doing  in  relation  to  other  countries  and  states. 

People  are  more  mobile  than  physical  assets.  In  today’s  economy,  the  retention,  attraction 
and  maintenance  of  well-educated  and  highly-skilled  people  are  critical  factors  for  Alberta’s 
future  economic  development. 


Percent  of  Labour  Force  Percent  of  Labour  Force 
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Priorities  for  action: 

• Take  steps  to  ensure  Alberta  has  the  necessary  skilled  workers  today  and  also  anticipate  the 
types  of jobs  and  skills  required  for  the  future. 

Performance  of  the  education  system  is  key 

If  knowledge,  ideas,  and  creativity  are  critical  elements  of  business  and  economic  success  in  the 
future,  a first-rate  education  system  is  essential.  This  involves  not  only  continued  investment  in 
post-secondary  institutions,  elementary  and  secondary  schools,  but  also  ongoing  assessment  of 
the  performance  of  the  system  in  producing  highly-skilled  and  talented  young  people. 

Priorities  for  action: 

• Measure  the  performance  of  the  province ’s  education  systems  and  use  that  information  to 
make  ongoing  improvements. 


Direction  3 - Developing  Alberta’s  infrastructure 


What  actions  have  been  taken! 

Building  on  the  Alberta  Advantage  focused  on  transportation  and  the  development  of  a multi- 
modal strategy,  action  on  regulation,  improved  efficiencies  and  improved  access  to  markets 
south  to  the  United  States  and  west  to  the  British  Columbia  coast.  Key  initiatives  for  the  first 
two  years  of  the  plan  included  the  following: 

• Investing  approximately  $225  million  in  further  development  of  the  North-South  Trade 
Corridor.  More  recently,  the  Premier’s  Task  Force  on  Infrastructure  announced  a new 
transportation  plan  for  the  province  providing  approximately  $925  million  for  transportation 
initiatives  over  the  next  three  years  and  making  significant  changes  in  responsibility  for 
Alberta  highways. 

• Introducing  the  Resource  Road/New  Industry  Program  and  Infrastructure  for  New  Industry 
Programs  to  respond  to  increasing  demands  on  transportation  infrastructure. 

• Continuing  negotiations  with  other  provinces  and  national  organizations  to  implement 
consistent  national  transportation  regulations. 

• Launching  a new  program  to  support  the  development  of  municipal  industrial  wastewater 
infrastructure  to  accommodate  investment  in  agricultural  processing. 

Where  are  more  actions  needed! 

While  Building  on  the  Alberta  Advantage  focused  primarily  on  transportation  strategies,  it  is 
important  to  expand  the  view  of  infrastructure  to  include  a wide  variety  of  different  modes  for 
getting  ideas,  products  and  services  to  markets  across  the  country  and  around  the  world.  That 
includes  not  only  highways  but  also  air  transport,  telecommunications,  and  other  modes  of 
transport.  Continuing  actions  are  needed  to  expand  Alberta’s  telecommunications 
infrastructure.  Steps  also  are  needed  to  provide  the  basic  infrastructure  to  allow  further 
development  of  value-added  agriculture. 


An  effective  air  strategy  is  needed 

An  effective  air  strategy  is  essential  to  manage  shipping  costs  and  overcome  problems  related 
to  a relatively  isolated  Alberta  economy.  Information  shows  that  air  transportation  makes  up 
only  a small  proportion  of  Alberta’s  exports.  It  also  is  critical  for  Alberta  to  build  national  and 
international  tourism,  conference  and  convention  markets.  At  the  request  of  the  Ministers  ot 
Infrastructure  and  Economic  De\elopment,  A1:I)A  has  comened  a multi-stakeholder  task 
force  to  develop  recommendations  for  an  Alberta  Aviation  Strategy. 


$ Millions 

Priorities  for  action: 

• Ensure  that  Alberta  has  the  necessary  infrastructure  to  compete  in  global  markets,  including 
telecommunications,  highways  and  a new  air  transportation  strategy^. 

Agricultural  infrastructure  development  supports  economic  growth 

Alberta’s  agriculture  and  value-added  agriculture  industries  can  benefit  from  improved 
infrastructure  support.  Irrigation  projects,  in  particular,  will  help  Southern  Alberta  expand  its 
potential  for  expanding  food  processing  developments. 

Priorities  for  action: 

• Consider  further  irrigation  infrastructure  projects  as  a way  of  expanding  growth  in  cash 
crops  and  food  processing  especially  in  southern  Alberta. 
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Direction  4 - Building  on  the  potential  of  technology 


What  actions  have  been  taken! 

Building  on  the  Alberta  Advantage  set  out  two  strategies  to  build  on  the  potential  of 
technology  - encouraging  the  use  of  technology  in  targeted  areas  and  expanding  Alberta’s 
focus  on  research  and  technology.  Key  actions  taken  to  date  include  the  following; 

• Providing  financial  assistance  to  universities  to  assist  in  developing  prototypes,  technology 
transfer,  and  licensing  and  creating  new  companies. 

• Negotiating  several  high-technology  partnership  agreements. 


• Doubling  the  Alberta  Science  and  Research  Authority’s  Science  and  Research  Fund  from 
$15  million  to  $30  million. 

• Establishing  the  Informatics  Circle  of  Research  Excellence  (iCORE)  as  a vehicle  for 
attracting  top  researchers  to  conduct  information  and  communications  technology 
research  at  Alberta  universities. 

• Taking  steps  to  modernize  research  infrastructure  at  universities. 

• Investing  in  new  technology  in  schools  and  hospitals,  establishing  alberta  wellnet  to 
improve  access  to  information  in  the  health  system,  and  taking  steps  to  support  new 
telehealth  initiatives. 

• Expanding  post-secondary  students’  access  to  new  technology  through  the  Knowledge 
Network  Initiative.  This  includes  acquisition  of  electronic  information  resources, 
development  of  related  technology  systems,  computer  hardware  and  information 
technology,  and  adaptations  to  library  spaces  where  required. 

• Creating  the  new  Ministry  of  Innovation  and  Science. 


Where  is  more  action  needed? 

Technology  is  transforming  how  business  gets  done.  It  also  enables  people  to  access  post- 
secondary training  programs  at  any  time,  e-commerce  is  expanding  dramatically  and  opening 
up  new  opportunities  and  competition  around  the  world.  Alberta  needs  to  capitalize  on  the 
opportunities  technology  provides  and  take  steps  to  position  the  province  as  a leading  centre  of 
research  and  innovation.  Alberta  is  well-positioned  to  take  advantage  of  the  potential  of 
technology.  Canada  leads  many  countries  in  the  number  of  households  with  personal 
computers  and  Alberta  leads  the  rest  of  Canada  in  the  percentage  of  households  that  regularly 
use  computer  communications. 


Household  Personal 
Computer  Penetration 
Rates,  1997 

Source:  OECD 


Investing  in  research  and  development  and  accessing  investment  capital 

Innovation,  research  and  development  are  critical  to  the  future  competitiveness  of  both 
traditional  industries  and  new  sectors  of  Alberta’s  economy.  Yet  Alberta  business  spending 
on  research  and  development  (R&D),  as  a percentage  of  Canadian  business  R&D  spending, 
has  yet  to  reach  Alberta’s  share  of  national  GDR 

Target 


1985  1986  1987  1988  1989  1990  1991  1992  1993  1994  1995  1996 


Other  measures  compare  gross  expenditures  on  research  and  development  (GERD)  as  a 
percentage  of  the  total  GDR  These  measures  show  that  Canada’s  GERD  of  1.6  lags 
significantly  behind  Sweden,  Korea,  Japan,  United  States,  Finland,  Germany  and  France. 
Closer  to  home,  Alberta’s  GERD  is  significantly  lower  than  both  Ontario  and  the 
Canadian  average. 
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In  addition  to  investments  in  research  and  de\elopment,  concerns  continue  to  be  expressed 
about  the  ability  of  new  business  start-ups  to  access  investment  capital,  particularly  in  the 
high-tech  and  knowledge-based  sector.  Participants  in  manufacturing  and  technology 
industries  report  that  a lack  of  access  to  capital  is  one  of  the  critical  challenges  they  face,  'fhis 
continues  to  impede  their  development,  growth  and  success.  People  imoKed  in  high-tech 
industries  point  to  a less  than  competitive  comparative  tax  and  programming  environment  in 
Alberta  instead  of  one  that  is  aimed  at  nurturing  im  estment  in  research  and  de\  elopment  and 
technology  creation,  adaptation  and  application.  The  recent  establishment  of  the  Alberta  f ilm 
Development  Program  and  AVAC  Ltd.  only  addresses  this  issue  in  a \ ery  narrow  manner.  As 
noted  earlier  in  this  report,  Alberta  lags  behind  several  other  pro\  inces  in  venture  capital 
investment  activity. 

Priorities  for  action: 

• Review  all  Alberta  business  taxes  and  policies,  including  comparisons  with  other  states  and 
countries  and  the  use  of  tax  policies  as  a tool  for  stimulating  research  and  development  and 
technological  innovation. 

• Find  new  avenues  to  assist  businesses  in  accessing  investment  capital. 

Attracting  leaders  in  science,  research  and  development 

Keeping  leaders  in  science  and  technology  in  Alberta  and  attracting  leading  scientists  to  the 
province  are  central  to  continued  development  of  our  economy.  Those  capable  of  making 
important  discoveries  and  inventions  attract  others  with  related  talents,  educate  others,  and 
generate  economic  activities  that  benefit  other  Albertans.  Information  earlier  in  this  report 
shows  that  Alberta’s  proportion  of  knowledge- workers,  scientists  and  engineers  in  the  labour 
force  compares  quite  well  with  other  provinces,  although  we  have  little  information  on  how 
that  measures  up  with  other  states  and  countries. 

Priorities  for  action: 

•Attract  and  retain  knowledge-workers  and  professionals,  anticipate  future  demands  for  a 
knowledge-based  workplace,  and  attract  industries  that  provide  opportunities  for  highly- 
skilled  workers. 


Direction  5 - Expanding  trade  and  export 


What  actions  have  been  taken? 

Key  steps  have  been  taken  to  expand  trade  and  export,  including  the  following: 

• Taking  the  lead  on  a number  of  Team  Alberta  trade  missions  to  strategic  markets.  The 
Alberta  Economic  Development  Authority  played  a key  role  in  working  with  go\  ernment  to 
identify  strategic  targets,  including  the  Pacific  Northwest  Economic  Region. 

• Developing  the  “Alberta  Directory  of  Services  for  Exporters”  to  provide  market  intelligence 
and  assist  smaller  operations  in  capitalizing  on  possible  trading  opportunities. 


Developing  a new  tourism  marketing  framework  to  promote  Alberta  as  a preferred 
tourism  destination. 


Where  is  more  action  needed? 

While  significant  activities  have  taken  place  to  respond  to  most  of  the  strategies  of  this  key 
direction,  more  could  be  done  by  taking  a strategic  approach  to  identify  key  markets,  provide 
targeted  market  intelligence  and  develop  strategic  alliances.  AEDA  also  notes  that  little 
progress  has  been  made  in  expanding  people's  understanding  of  world  languages  and  cultures. 
Alberta's  economic  vision  must  be  expanded  to  embrace  the  world.  To  capitalize  on  existing 
opportunities,  Albertans  need  to  develop  greater  awareness  and  understanding  of  world 
markets  and  cultures  either  through  learning  languages  or  by  a variety  of  experiences  in 
different  parts  of  the  world. 

Information  also  shows  that  continuing  actions  are  needed  to  expand  value-added 
components  of  the  economy.  A comparison  of  secondary  manufacturing  to  primary  production 
in  energy,  agriculture  and  forestry  shows  that  primary  production  continues  to  be  dominant. 


Ratio  of  Secondary 
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Priorities  for  action: 

Improve  Alberta's  ability  to  compete  in  global  markets  by: 

• Identifying  key  strategic  markets  where  Alberta  businesses  have  opportunities  to  expand. 

• Expanding  market  intelligence  on  strategic  markets. 

• Developing  strategic  alliances. 

• Expanding  Albertans’  understanding  of  world  cultures  and  languages. 

• Developing  better  means  of  measuring  Alberta ’s  exports  of  business  and 
professional  services. 


Direction  6 - Sustaining  our  environment 


What  actions  have  been  taken? 

Building  on  the  Alberta  Advantage  encourages  government  to  develop  a clear  framework  for 
environmental  regulations  so  that  industry  understands  the  rules  of  the  game.  Several  steps 
have  been  taken  to  address  this  need  including: 

•Signing  a “Canada-Wide  Accord  on  Environmental  Harmonization”  and  its  related  sub- 
agreements on  environmental  assessment. 

• Playing  a primary  role  in  establishing  and  implementing  the  National  Climate  Change 
Process. 

• Holding  a successful  Climate  Change  Roundtable  and  proceeding  with  the  development  of 
Climate  Change  Central,  a public-private  sector  partnership  to  coordinate  action  on  climate 
change  in  Alberta.  AEDA  played  a lead  role  in  providing  industry’s  input  to  the 
government’s  Strategy  on  Climate  Change  and  organizing  the  Climate  Change  Roundtable. 

Where  is  more  action  needed? 

Considerable  progress  has  been  made  in  encouraging  participation  and  support  for 
addressing  the  issue  of  climate  change  and  reduction  of  greenhouse  gas  emissions.  Climate 
change  is  one  of  the  biggest  challenges  facing  the  country.  It  requires  a proactive  approach  to 
address  the  environmental,  economic  and  political  risks  involved  in  this  global  challenge. 
The  momentum  and  leadership  established  must  be  maintained. 

Business  continues  to  require  a measure  of  certainty  in  regulatory  review  and  appro\  al 
processes.  In  order  not  to  discourage  investment  considerations,  these  reviews  and 
approval  processes  should  be  straightforward  and  timely. 

Priorities  for  action: 

• Establish  Climate  Change  Central,  a public-private  partnership  initiative,  as  soon  as 
possible  to  coordinate  all  provincial  actions  and  lead  the  nation  in  responding  to  greenhouse 
gas  emissions. 

•Alberta  should  continue  to  work  with  all  stakeholders  to  ensure  that  the  decision-making 
process  maintains  an  appropriate  balance  in  achieving  sustainable  development. 
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Direction  7 - Building  self-reliant  communities 


What  actions  have  been  taken? 

Building  on  the  Alberta  Advantage  outlined  several  strategies  to  enable  local  communities  to 
participate  more  fully  in  the  economic  growth  of  the  province.  Those  strategies  stress  the 
importance  of  developing  regional  partnerships  and  enhancing  the  fiscal  capacity  of 
communities.  Activities  addressing  these  strategies  include: 

• Facilitating  and  encouraging  regionally-based  economic  development  planning  and 
implementation  processes. 

• Introducing  the  Municipal  2000  Sponsorship  Program  to  promote  cooperation  in  local 
government. 

• Initiating  the  Alberta  Capital  Region  Governance  Review. 

Where  is  more  action  needed? 

Communities  across  the  province  continue  to  feel  the  impact  of  shifts  in  Alberta’s 
economy,  increasing  globalization  and  a highly-competitive  environment.  Advances  in 
technology  and  telecommunications  provide  new  opportunities  for  businesses  and 
industries  in  smaller  communities  to  compete  on  a much  broader  scale.  At  the  same  time, 
successful  regional  development  initiatives  rely  on  strong  partnerships  and  commitment  by 
all  stakeholders.  Efforts  to  encourage  and  facilitate  cooperative  regional  economic 
development  should  continue  and  should  not  be  constrained  by  political  boundaries. 
Enhanced  eommunications,  particularly  between  the  private  sector  and  governments,  are 
essential.  Initiatives  such  as  AlbertaFirst.com  are  important  steps  in  using  technology  to 
improve  communities’  access  to  information. 

Priorities  for  action: 

• Support  cooperative  regional  economic  development  initiatives  by  providing  research  and 
demographic  information  and  specialized  assistance  in  developing  export  and  import  markets. 
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Much  has  changed  in  the  two  years  since  Building  on  the  Alberta  Advantage  was  introduced. 
The  world  is  changing  at  an  unprecedented  pace.  Global  competitiveness,  iniunation, 
knowledge  and  technology  are  fast  becoming  the  hallmarks  of  thriving  economies  around  the 
world.  Both  people  and  investment  dollars  are  highly  mobile  and  will  move  to  wherever  they 
find  the  best  opportunities  and  the  best  returns.  As  Klaus  Schwab  said,  “We  have  mo\ed  from 
a world  where  the  big  eat  the  small  to  a world  where  the  fast  eat  the  slow.” 

While  Alberta’s  economy  is  strong,  there  are  warning  signs  ahead.  Several  indicators 
outlined  earlier  in  this  report  suggest  we  are  falling  behind  in  investments  in  research  and 
development.  Even  though  our  economy  is  in  high  gear,  our  competitors  are  expanding  more 
rapidly  than  we  are  in  leading-edge  areas  of  innovation  and  technology.  We  continue  to  hear 
stories  about  the  best  and  brightest,  highly-talented  people  leaving  Alberta  and  taking  their 
businesses  with  them. 

AEDA  is  well  aware  of  a number  of  factors  that  are  already  affecting  Alberta  and 
Canada  today,  trends  which  are  evident  in  businesses,  communities,  and  the  lives  of 
families  and  individuals. 

The  following  describes  several  of  those  trends  - trends  that  pose  both  risks  and 
opportunities  for  future  development  of  Alberta’s  economy. 

Global  competitiveness  is  a reality  today 

The  move  toward  globalization  and  global  competitiveness  is  unprecedented  and  it’s  not  just 
a future  dream,  it’s  happening  today.  When  technology  and  the  Internet  allow  businesses  to 
compete  around  the  world  competition  becomes  fierce.  From  Alberta’s  perspective,  this 
opens  up  new  opportunities  for  businesses  to  compete  and  overcome  historical  barriers  of 
distance  to  major  marketplaces.  On  the  other  hand  it  means  that  success  will  go  only  to  those 
businesses  that  are  able  to  compete  with  the  best  in  the  business  around  the  world. 

Alberta  is  seeing  strong  and  aggressive  competition  from  a number  of  jurisdictions.  Other 
provinces,  states  and  countries  use  a number  of  aggressive  tax  policies  and  other  incenti\  es  to 
attract  business  and  investment.  Developing  nations,  especially  in  Latin  America,  Asia  and 
Eastern  Europe,  are  also  expanding  their  ability  to  compete  in  international  markets. 

Our  future  economic  success  depends  on  Alberta,  as  a province,  being  seen  as  a ‘player’ 
in  the  international  marketplace.  Individual  Alberta  businesses  have  to  be  able  to  compete. 


This  means  developing  and  adapting  technology  and  using  best  practices  to  create  a 
competitive  advantage.  Within  Alberta,  our  competitors  are  ‘nipping  at  our  heels.’ 
Provincial,  national  and  international  boundaries  mean  nothing.  Companies  are  ready  and 
able  to  expand  into  Alberta  markets  wherever  they  can  compete. 


Knowledge  is  the  best  sustainable  advantage 

While  natural  resources  continue  to  be  essential  to  Alberta’s  economy,  around  the  world, 
economies  are  shifting  to  a heavy  emphasis  on  innovation  and  technology.  This  requires  a 
significant  investment  in  research  and  development,  technology  commercialization,  and 
development  of  a highly-skilled  workforce. 

Alberta  has  a long  history  of  using  innovation  and  technology  to  find  new  solutions 
and  new  business  opportunities.  New  technology  allowed  Alberta  to  develop  agricultural 
crops  and  extract  oil  from  the  tar  sands.  Looking  ahead,  this  same  drive  for  innovation  will 
be  even  more  important  for  Alberta’s  future  strength. 

Alberta  is  well-placed  to  develop  and  benefit  from  the  application  of  technology  to 
existing  industries  but  also  to  expand  into  new  sectors.  New  ‘knowledge-based’  sectors 
including  information  technology,  life  sciences  and  health  care,  media  and  entertainment, 
and  advanced  materials,  have  high-growth  potential  for  the  future. 

At  the  same  time,  recent  reports  suggest  that  Canada  continues  to  fall  behind  other 
countries  in  innovation.  In  1980,  Canada  ranked  sixth  in  comparison  with  other  countries 
around  the  world  on  the  United  States  Council  of  Competitiveness  Innovation  Index.  By 
1995,  Canada  fell  to  ninth  place.  Information  in  this  report  shows  that  Alberta  is  not 
meeting  targets  for  investment  in  research  and  development.  We  are  also  aware  of  problems 
in  accessing  venture  capital  for  knowledge-based  industries.  Gaps  exist  between  basic 
research  and  development,  its  application  and  its  commercialization.  Alberta  should  lead, 
not  follow,  the  rest  of  Canada  in  innovation,  research  and  development. 


Innovation  Index  . 
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If  we  don’t  address  these  issues  - step  up  our  investment  in  research  and  de\  elopment  and 
make  innovation  the  driving  force  in  our  economy  we  risk  getting  left  behind  in  a \\orld-\\  ide 
economy  where  knowledge  and  ideas  are  key. 

Stopping  a brain  drain  - it’s  up  to  us! 

We’ve  all  heard  the  stories  about  well-educated,  highly-skilled  people  leaving  Alberta  and 
Canada  for  greener  - and  more  lucrative  - pastures  in  the  United  Stales.  Whether  you 
think  the  brain  drain  is  a myth  or  a reality,  it’s  essential  for  Alberta  to  attract  and  retain 
highly-skilled  researchers  and  knowledge-workers  to  the  province.  And  it’s  critical  to 
attract  leading-edge  companies  so  young  and  talented  Albertans  don’t  have  to  leave  the 
province  to  pursue  their  careers. 

Knowledge  and  ideas  are  replacing  plants,  machinery,  equipment  and  manpower  as  the 
critical  assets  for  successful  businesses.  Whether  it’s  in  traditional  industries  or  information 
and  communications  technology,  the  ability  to  adapt,  build  new  solutions  and  develop  new 
products  and  services  is  the  key  to  future  success.  A knowledge-based  economy  creates 
more  opportunities  for  creative  and  savvy  people,  whether  they  work  in  traditional  resource- 
based  industries  or  in  a small  start-up  company  producing  the  latest  software. 

For  Alberta  to  compete,  we  need  a significant  core  of  highly-skilled  workers, 
professionals,  scientists  and  researchers.  Information  shows  that  these  people  are  highly 
mobile  and  will  move  readily  to  places  that  offer  the  best  combination  of  work  life, 
community  life,  personal  taxes,  and  ability  to  progress  and  learn.  Already,  we  are  seeing 
shortages  of  skilled  people  in  particular  areas,  including  technology  and  the  trades. 

The  attraction  and  retention  of  well-educated  and  highly-skilled  people  is  \ itally 
important  to  the  future  of  Alberta’s  economy.  It’s  up  to  us  to  act  now  - to  take  steps  to 
attract  leading-edge  researchers,  scientists,  knowledge- workers  and  highly-skilled  people 
to  Alberta  - and  keep  them  here. 

Innovate  or  get  left  behind 

Innovation  is  not  new  to  Albertans.  But  it’s  becoming  the  ‘do  or  die’  component  of  economic 
success.  The  ability  to  develop  and  use  innovation  and  technology  to  create  a competiti\  e edge 
is  critical  to  Alberta’s  economy  and  the  success  of  individual  businesses.  Areas  that  are  likely 
to  be  central  to  future  development  of  technology  include  information  and  learning,  genetics 
and  biotechnology,  alternative  sources  of  energy,  and  materials  and  manufacturing. 

The  phenomenal  growth  of  e-commerce  is  opening  up  new  opportunities  to  supply 
information,  services,  and  goods  from  almost  any  point  around  the  globe.  This  is  not  only 
transforming  how  business  gets  done,  but  it  also  means  competition  is  immediate  and 
extreme.  Alberta  businesses  need  to  take  advantage  of  the  opportunities  e-commerce 
provides  to  overcome  barriers  of  distance,  develop  new  products  and  services,  and 
compete  in  new  markets. 


Sustaining  the  environment  creates  a new  advantage 

Alberta  faces  a number  of  challenges  related  to  balancing  increasing  use  and  demand  for 
natural  resources  with  the  need  to  sustain  those  resources  for  future  generations.  In  the  area 
of  greenhouse  gas  emissions,  the  Climate  Change  Roundtable  concluded  that  the  risks  are 
real  and  we  need  to  act.  Both  those  in  the  business  community  and  environmental 
organizations  agree  that  we  need  to  act  strategically,  develop  ‘Alberta  made’  solutions  and 
measure  our  success. 

Alberta  businesses  also  recognize  the  opportunities  that  lie  in  developing  and 
marketing  new  technologies  to  address  environmental  issues.  This  is  a growth  area,  and  an 
area  where  Alberta  has  an  opportunity  to  take  a lead. 

A call  to  action 

Those  are  just  some  of  the  trends  that  will  undoubtedly  affect  Alberta’s  economy  as  we  look  to 
the  future.  While  AEDA  believes  that  actions  are  needed  to  follow  through  on  Building  on  the 
Alberta  Advantage,  we  strongly  encourage  government  to  look  ahead  and  take  steps  to 
sharpen  Alberta’s  competitive  edge. 

The  time  to  act  is  now.  Alberta  is  well-positioned  on  a number  of  fronts,  thanks  to 
our  strengths  in  energy,  agriculture  and  forestry.  We  must,  however;  intensify  our  focus 
on  building  and  retaining  a highly-skilled  workforce,  expanding  our  expertise  in 
information  and  communications  technology,  and  becoming  a leading  centre  of  research, 
innovation  and  technology. 

A call  to  action: 

•AEDA  urgently  calls  on  government  to  take  the  lead -to  establish  a new  vision  for  the  future 
of  Alberta ’s  economy,  to  take  steps  to  position  the  province  and  prepare  Albertans  to  seize  the 
new  opportunities  of  a new  economy. 

In  partnership  with  government,  AEDA  will  support  this  initiative  in  every  way  we  can, 
particularly  in  advising  on  strategies,  setting  new  targets  and  identifying  indicators  of  progress. 

We  are  proud  of  the  unique  partnership  that  exists  between  business  and  government  in 
Alberta.  We  strongly  urge  the  government  to  work  with  AEDA,  with  leaders  in  the  business 
and  education  communities,  and  with  all  Albertans  to  position  the  province  to  succeed  in 
today’s  highly-competitive  global  marketplace. 
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